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ABSTRACT

The study examined the relationship between fair compensation packages and industrial
peace of oil servicing firms in Rivers State, Nigeria. The research specifically investigated
the connections between fair bonuses and mutual trust, and between fair incentives and
stable labour relations. A correlational survey research design was adopted, and a census
of 17 registered oil servicing firms was studied. Data were collected from 102 managers
and supervisors using a validated questionnaire, and the responses were analysed using
Spearman’s Rank Order Correlation Coefficient. The results revealed a moderate, positive,
and statistically significant relationship between fair bonuses and mutual trust (p = .348, p
= .000). Furthermore, a strong, positive, and statistically significant relationship was found
between fair incentives and stable labour relations (p = .549, p = .000). Consequently, both
null hypotheses were rejected. The study concluded that fair compensation packages,
characterized by equitable and transparent bonuses and incentives, are crucial for fostering
mutual trust and stable labour relations. These elements were identified as fundamental
pillars for building and sustaining industrial peace in the high-risk and capital-intensive
environment of oil servicing firms. It was recommended that management institutionalize
transparent bonus systems and implement structured incentive programs to strengthen
trust, encourage collaboration, and minimize industrial conflicts.

Keywords: Fair Compensation, Industrial Peace, Mutual Trust, Stable Labour
Relations, Oil Servicing Firms, Bonuses, Incentives.

Background to the Study

Industrial peace in oil-servicing enterprises depends primarily on amicable employer—
employee relations, excellent communication, and minimum labour disputes. Disruptions
like strikes or lockouts can seriously hinder operations and incur large financial and
reputational consequences because these businesses operate in highly regulated, high-risk,
and capital-intensive environments (Nwokolo, 2021; Ukokhe & Florah, 2022). In this regard,
equitable remuneration acts as a fundamental tool for fostering stability, morale, and trust
in professional relationships.

Fair remuneration typified by transparent, equal pay and benefits linked with job needs and
industry norms has been demonstrated to boost job satisfaction, engagement, and
commitment in Nigerian oil and gas enterprises (Ordua & Nwabali, 2023). According to
empirical research, employees' affective and continuance commitment levels increase when
they believe that remuneration systems are fair, which eventually lowers grievances and
resistance (Nwaiwu & Onuoha, 2020). As a result, pay equity serves as a deterrent to
industrial discontent, sabotage, and effort withdrawal in addition to being a motivator.
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In Nigeria, regulatory changes such as the Petroleum Industry Act of 2021 and the socio-
economic realities of host communities further heighten the relevance of fair compensation
for industrial peace (Babawale, 2013). Research confirms that equitable remuneration
strengthens employee commitment, while perceived unfairness often fuels industrial
conflict, low productivity, and organisational disharmony (Nwokolo, 2021; Prosper, 2025).
Overall, fair compensation emerges as a critical driver of stability, reducing conflict triggers
and supporting sustainable harmony in oil-servicing firms.

Statement of the Problem

Industrial peace is essential for the effective functioning of oil servicing firms in Rivers State,
yet the sector continues to face persistent labour disputes driven largely by dissatisfaction
with compensation practices. Employees frequently perceive inequities in wages,
allowances, and benefits especially in comparison to multinational oil companies leading to
grievances, low morale, and disruptions that undermine productivity and organisational
stability. Concerns about delayed salaries, inadequate hazard allowances, and disparities
between contract and permanent staff further erode trust, while the absence of transparent
reward systems and effective grievance-handling mechanisms contributes to ongoing
industrial disharmony.

Although several studies have examined the relationship between compensation and
employee satisfaction in Nigeria’s oil and gas sector, limited scholarly attention has focused
specifically on how fair compensation influences industrial peace within oil servicing firms
in Rivers State. Much of the existing research addresses the broader upstream sector,
overlooking the distinct challenges and labour dynamics of the service subsector. This gap
underscores the need to investigate how fairness in wages, allowances, bonuses, incentives,
and promotions contributes to mutual trust, stable labour relations, and reduced industrial
disputes. Consequently, the study aims to explore how fair compensation practices can
enhance and sustain industrial peace in oil servicing firms in the region.

Conceptual Framework
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Figure: 1.1: Conceptual framework showing fair compensation packages and industrial peace.
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Source: Dimensions of fair compensation packages was adopted from Ayesha, et al.,
(2015). While measures of industrial peace were adopted from Adebisi, & Okafor, (2023).

Aim and Objectives of the Study
The aim of this study is to examine the relationship between fair compensation packages
and industrial peace in oil servicing firms in Rivers State. Specifically, the study seeks to:

1. investigate the relationship between fair bonuses and mutual trust in oil servicing
firms in Rivers State.
2. investigate the relationship between fair incentives and stable labour relations in oil

servicing firms in Rivers State.

Research Questions
The following research questions guided the study:

1. What is the relationship between fair bonuses and mutual trust in oil servicing firms
in Rivers State?
2. What is the relationship between fair incentives and stable labour relations in oil

servicing firms in Rivers State?

Research Hypotheses

The following research hypotheses were formulated and tested:

HO:1: There is no significant relationship between fair bonuses and mutual trust in oil
servicing firms in Rivers State.

HO2: There is no significant relationship between fair incentives and stable labour relations
in oil servicing firms in Rivers State.

REVIEW OF RELATED LITERATURE

Conceptual of Fair Compensation Packages

Fair compensation packages refer to the total rewards employees receive from an
organization, encompassing salaries, allowances, bonuses, and benefits that are equitable,
transparent, and commensurate with their skills, efforts, and working conditions (Adebayo
& Adeoye, 2022). In essence, fair compensation ensures that employees are paid justly for
the value they contribute to the organization, consistent with internal equity and external
competitiveness. In oil servicing firms, where employees often work under hazardous and
technically demanding conditions, a fair compensation system is critical to maintaining
morale, motivation, and industrial peace. A fair compensation package typically includes
direct financial rewards such as base pay, overtime, performance bonuses, and hazard
allowances, alongside indirect benefits such as medical insurance, pension contributions,
and training opportunities. These components collectively enhance employees’ sense of
worth and job satisfaction, leading to higher levels of organizational commitment and
reduced turnover (Onuoha & Nwaiwu, 2020). Conversely, when workers perceive inequity
in their pay relative to their peers or industry standards, dissatisfaction arises, often
culminating in grievances, absenteeism, or industrial unrest.

In the Nigerian oil servicing sector, the issue of fair compensation has remained a sensitive
one due to disparities between multinational and indigenous firms. While multinational
companies tend to offer better pay structures and benefits, many local servicing firms
struggle to maintain competitive remuneration packages. “This disparity often fuels feelings
of injustice and tension among employees, thereby threatening industrial harmony (Ojo,
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2023). Fair compensation is therefore not only a human resource management concern but
also a key determinant of organizational stability and employee relations.

Fair Bonuses: Fair bonuses refer to equitable additional financial rewards provided to
employees based on performance, productivity, or organizational success, distributed in a
transparent and non-discriminatory manner (Dessler, 2023). Bonuses serve as motivational
incentives that recognize employees’ contributions beyond their regular salaries, reinforcing
the link between effort and reward. In oil servicing firms, fair bonuses play a vital role in
motivating workers to maintain high performance levels, adhere to safety standards, and
achieve corporate objectives. Because of the demanding nature of oil field operations often
involving long hours, technical risks, and difficult working conditions fair and predictable
bonuses are essential in maintaining employee morale and commitment.

A fair bonus system is one that clearly defines the criteria for reward allocation, ensuring
that employees understand how their efforts translate into tangible benefits. According to
Akintayo (2022), when bonus distribution is guided by transparent performance metrics and
consistent evaluation processes, employees perceive fairness and are more likely to remain
committed to organizational goals. Conversely, arbitrary or biased bonus administration can
lead to dissatisfaction, resentment, and conflict among workers, particularly in highly
unionized sectors such as oil servicing. This underscores the importance of aligning bonus
schemes with both organizational performance indicators and individual achievements.
Fair Incentives: Fair incentives refer to equitable and just reward systems designed to
motivate employees by linking their efforts, skills, and achievements to appropriate
compensation or recognition. According to Mathis and Jackson (2020), fair incentives ensure
that all employees are rewarded based on transparent criteria such as performance,
productivity, and contribution to organizational goals. In the context of oil servicing firms,
where employees often work under demanding and high-risk conditions, fair incentives play
a vital role in maintaining morale, enhancing job satisfaction, and reducing turnover.
Fairness in incentives involves not only the amount of reward but also the process through
which it is determined and communicated.

Concept of Industrial Peace

Industrial peace refers to a state of harmonious relations between employers and
employees, characterized by the absence of industrial conflicts such as strikes, lockouts, or
protests, and the presence of mutual understanding and cooperation within the workplace.
According to ILO (2020), industrial peace is achieved when both management and workers
align their interests towards the common goal of productivity, fairness, and organizational
growth. It denotes a climate of stability in labour relations where disputes are resolved
amicably through dialogue, negotiation, and collective bargaining rather than confrontation.
In the context of oil servicing firms, industrial peace is essential for maintaining continuous
operations, ensuring employee satisfaction, and sustaining economic stability in the highly
sensitive oil and gas sector.

Industrial peace is not merely the absence of conflict but the presence of proactive
mechanisms for preventing and managing disagreements. As Fajana (2019) explains, a
peaceful industrial environment exists when effective communication channels, fair
compensation, and trust-based relationships are established between management and
employees. The foundation of industrial peace lies in the principles of justice, equity, and
participation, where employees feel their contributions are valued and their welfare is
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protected. This sense of inclusion reduces grievances and enhances organizational
commitment, which is crucial in oil servicing firms that rely on teamwork, precision, and
safety compliance.

Mutual Trust: Mutual trust refers to the shared belief between management and
employees that each party will act with honesty, fairness, and reliability in fulfilling their
respective obligations within an organization. According to Robbins and Judge (2021),
mutual trust is a fundamental component of healthy workplace relationships, serving as the
foundation for cooperation, commitment, and effective communication. It involves
confidence in the integrity, competence, and goodwill of others, which promotes openness
and reduces suspicion in interactions. In the context of oil servicing firms, where safety,
teamwork, and coordination are essential, mutual trust plays a crucial role in achieving
operational success and sustaining industrial peace.

Trust in the workplace develops over time through consistent and transparent practices.
When management treats employees fairly by paying equitable wages, recognizing
performance, and addressing grievances objectively employees reciprocate with loyalty and
dedication (Armstrong & Taylor, 2020). Conversely, when employees sense deceit,
favouritism, or broken promises, trust erodes, leading to reduced morale and potential
conflict. In oil servicing firms, where projects often require collaboration among
multidisciplinary teams, mutual trust enhances cooperation, reduces errors, and
strengthens the organizational culture of accountability and safety.

Stable Labour Relations: Stable labour relations refer to a harmonious and cooperative
relationship between employers and employees that minimizes industrial conflicts and
enhances organizational productivity. According to Ubeku (2020), stable labour relations
exist when there is mutual understanding, respect, and effective communication between
management and the workforce, ensuring that disputes are resolved through dialogue
rather than confrontation. In oil servicing firms, where teamwork, safety, and technical
precision are crucial, maintaining stable labour relations is essential to achieving operational
efficiency and sustaining industrial peace.

Theoretical Review

Equity Theory

Equity Theory was propounded by J. Stacy Adams in 1963. Posits that employees assess
fairness in their work environment by comparing their input-output ratio (effort versus
reward) with that of others. When employees perceive equity in compensation, bonuses,
incentives, and promotions, they feel valued and motivated, which fosters trust and
harmony in the workplace. Conversely, perceived inequity can lead to dissatisfaction,
reduced morale, and industrial conflict (Adams, 1965). In oil servicing firms, where workers
operate in high-risk and demanding conditions, equitable compensation and fair reward
systems are essential for maintaining industrial peace. This theory underscores the
importance of fairness and transparency in compensation practices as a means of
preventing disputes and ensuring mutual trust between management and employees.

Assumptions of Equity Theory
The following assumptions of Equity Theory are particularly relevant to this study:
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1. Employees Seek Fairness in Compensation: The first assumption is that employees
are motivated by a desire for fairness in the distribution of rewards. Workers in oil
servicing firms compare their inputs such as skills, experience, and effort to the rewards
they receive, including salaries, bonuses, incentives, and promotions. When employees
perceive equity in compensation, they experience satisfaction and are more likely to
maintain peaceful relations within the organization.

2. Perceived Inequity Leads to Tension and Conflict: Equity Theory assumes that
perceived unfairness or inequity in rewards generates emotional tension that motivates
individuals to restore balance. In the workplace, when employees believe that their
compensation or recognition is not proportional to their contributions or compared to
others, dissatisfaction and conflict may arise, threatening industrial peace.

3. Social Comparisons Influence Perceptions of Fairness: Employees evaluate
fairness not in isolation but through comparison with peers performing similar roles
either within or outside the organization. In oil servicing firms, workers may compare
their compensation with colleagues in the same firm or other oil companies. If disparities
are perceived as unjust, it can erode mutual trust and destabilize labour relations.

4. Fair Organizational Practices Enhance Trust and Cooperation: Another key
assumption is that fairness in organizational policies such as transparent bonus
administration, equitable incentives, and merit-based promotions strengthens mutual
trust between management and employees. When workers believe that management
acts justly, they are more likely to reciprocate with loyalty, cooperation, and commitment
to industrial peace.

Implication/relevance of Equity Theory

The relevance of Equity Theory to this study lies in its ability to explain how perceptions of
fairness in compensation practices influence employee attitudes and the overall level of
industrial peace within oil servicing firms. The theory emphasizes that employees constantly
evaluate the balance between their inputs such as effort, experience, and performance and
the rewards they receive, including salaries, bonuses, incentives, and promotions. When
this balance is perceived as fair, it fosters trust, satisfaction, and commitment, which are
crucial for maintaining mutual respect and stable labour relations. Conversely, perceived
inequity or favouritism in compensation can lead to resentment, demotivation, and conflict,
thereby disrupting industrial harmony. By applying Equity Theory, this study provides a
framework for understanding how fair compensation practices can minimize industrial
disputes and promote a culture of transparency, cooperation, and long-term organizational
stability in the oil servicing industry in Rivers State.

Empirical Review

Adebayo (2021) investigated the effect of fair compensation packages on industrial peace
among workers in selected manufacturing firms in Ogun State, Nigeria. The primary aim
was to examine how components of compensation (wages, hazard allowances, and fringe
benefits) influence indicators of industrial peace such as frequency of grievances, employee
turnover intention, and incidence of strikes. The study employed a descriptive cross-
sectional survey design and targeted a population of 1,000 shop-floor and supervisory
employees across five medium-scale manufacturing firms. Using Taro Yamane’s formula, a
sample size of 286 respondents was determined and selected through stratified random
sampling (strata: production, maintenance, supervision) with proportionate allocation. Data
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were collected via a structured questionnaire containing validated scales for perceived
compensation fairness and industrial peace indicators. Quantitative data were analysed
using descriptive statistics, Pearson correlation, and multiple regression analysis in SPSS
version 25. Results showed that perceived fairness in base pay and timely payment of
allowances had a significant negative relationship with grievance frequency (B = -0.42, p <
.01) and turnover intention (B = -0.35, p < .05). The study concluded that equitable and
timely compensation is a key predictor of industrial peace in manufacturing firms. It
recommended periodic market benchmarking, formal allowance schedules, and
strengthened payroll controls to reduce pay-related disputes.

Adewale & Olatunji (2019) fair compensation management and industrial peace among
manufacturing firms in Lagos State, Nigeria. The primary aim was to assess how distributive
and procedural aspects of compensation affect stable labour relations, union-management
cooperation, and the incidence of industrial disputes. A descriptive cross-sectional survey
design targeted a population of 720 bank staff (clerical to management levels) across four
commercial banks. Applying Taro Yamane’s formula, a sample size of 255 respondents was
drawn using multistage sampling with simple random selection at branch level. Data
collection used a structured questionnaire adapted from validated organisational justice and
industrial relations scales. Data were analysed with SPSS v25 using descriptive statistics,
Chi-square tests, and logistic regression to predict likelihood of dispute occurrence. Findings
indicated that high perceptions of procedural fairness in bonus allocation and transparent
promotion-linked pay reduced the odds of industrial disputes by 48% (OR = 0.52, p < .05).
The authors concluded that both the fairness of outcomes and fairness of procedures are
crucial for banking-sector industrial peace, and recommended institutionalising clear
compensation policies and joint union—management pay committees.

Methodology

The study adopted a correctional survey research design. The population of the study was
17 registered oil servicing firms in Rivers State. Data obtained from finelib (2025). They
were chosen because they were accessible and functional as at the time of carrying out this
study. A census sampling technique was used because the population was small.
Respondents were 113 made up of managers and supervisors drawn across various
managerial occupational categories to ensure broad representation. Data were collected
using a self-designed questionnaire. The instrument was validated by experts, and its
reliability was confirmed through a test-retest procedure, yielding a coefficient of 0.71,
which indicated acceptable consistency. Questionnaires were administered to respondents
across the firms, and completed copies were retrieved. A total of 113 copies were
administered across 17 oil and gas servicing companies in Rivers State. Out of these, 102
copies representing 90% were successfully retrieved. Data were analysed with Spearman’s
Rank Order Correlation Coefficient at a 0.05 significance level via SPSS.

Results

HO1: There is no significant relationship between fair bonuses and mutual trust in oil
servicing firms in Rivers State.

Table 1: Correlations between fair bonuses and mutual trust

Fair Mutual
Bonuses Trust
Fair Bonuses Correlation Coefficient 1.000 .348™
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Spearman'’s Sig. (2-tailed) . .000
rho N 102 102
Mutual Trust Correlation Coefficient .348™ 1.000

Sig. (2-tailed) .000 :

N 102 102

*, Correlation is significant at the 0.05 level (2-tailed).

Table 1 shows a Spearman’s Rank Order Correlation coefficient of 0.348 between fair
bonuses and mutual trust, with a significance value of p = 0.000, which is below the 0.05
threshold. This indicates a moderate, positive, and statistically significant
relationship between fair bonuses and mutual trust in oil servicing firms in Rivers State.
In practical terms, the result implies that as employees perceive bonuses to be fair and
equitably distributed, their level of trust in management increases. Since the correlation is
significant, the null hypothesis (HO1), which states that no significant relationship exists
between fair bonuses and mutual trust, is rejected.

HO2: There is no significant relationship between fair incentives and stable labour relations
in oil servicing firms in Rivers State.

Table 2: Correlations between fair incentives and stable labour relations

Fair Stable Labour
Incentives Relations

Spearman's  Fair Correlation 1.000 549™
rho Incentives Coefficient

Sig. (2-tailed) . .000

N 102 102

Stable Labour Correlation 549 1.000
Relations Coefficient

Sig. (2-tailed) .000 :

N 102 102

**_Correlation is significant at the 0.01 level (2-tailed).

Table 2 reveals a Spearman’s correlation coefficient of 0.549 between fair incentives and
stable labour relations, with a significance level of p = 0.000, well below the 0.01 threshold.
This demonstrates a strong, positive, and statistically significant relationship
between fair incentives and stable labour relations in the firms studied. The result suggests
that when employees perceive incentives such as allowances and performance rewards as
fair, labour relations become more stable, reducing the likelihood of conflict or disharmony.
Given the statistical significance of the correlation, the null hypothesis (H02), which states
that there is no significant relationship between fair incentives and stable labour relations,
is rejected.”

Discussion of Findings

Fair Bonuses and Mutual Trust

The finding that fair bonuses significantly enhance mutual trust among employees aligns
with previous research emphasising the role of equitable reward systems in strengthening
organisational relationships. The moderate positive correlation (p = .348, p < .05) indicates
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that when bonuses are perceived as fair, employees are more likely to trust management,
feel valued, and demonstrate greater commitment. This outcome supports Nwaiwu and
Onuoha’s (2020) assertion that transparent and equitable compensation practices foster
affective commitment and reduce workplace tension. Similarly, Ordua and Nwabali (2023)
found that fair reward structures improve employee morale and satisfaction, thereby
reinforcing trust between workers and management. The present study’s findings are also
consistent with broader industrial relations literature, which confirms that fairness in
financial rewards reduces suspicion and grievance tendencies, ultimately strengthening the
foundation for industrial peace. Thus, fair bonuses serve not only as financial motivators
but also as relational tools that build trust within oil servicing firms.

Fair Incentives and Stable Labour Relations

The strong positive relationship between fair incentives and stable labour relations (p =
.549, p < .01) highlights the central role of incentive fairness in promoting workplace
harmony. This finding suggests that when employees perceive incentives such as hazard
allowances, performance rewards, and benefits as equitable, labour relations become more
predictable, cooperative, and conflict-free. This aligns with Prosper’s (2025) study, which
reported that distributive justice in reward systems significantly enhances organisational
stability by strengthening employee commitment. It also corroborates Nwokolo (2021), who
identified unfair compensation as a major trigger of industrial conflicts in Nigeria's oil sector.
In agreement, Ukokhe and Florah (2022) posited that equitable incentives reduce the
likelihood of disputes and foster more harmonious labour—-management interactions.
Therefore, the current study reinforces existing empirical evidence that fair incentive
practices are essential for maintaining stable labour relations, reducing grievances, and
promoting long-term industrial peace in oil servicing firms.

Conclusion

The study concludes that fair compensation packages specifically fair bonuses, incentives,
and promotions are crucial for fostering industrial peace in oil servicing firms in Rivers State,
as they significantly enhance mutual trust, strengthen labour relations, and reduce industrial
disputes when perceived as equitable and transparent. It further establishes that
organizational culture serves as an important moderating factor, with a supportive culture
rooted in shared values, ethical leadership, and open communication amplifying the positive
effects of fair compensation on workplace harmony. Thus, sustainable industrial peace
requires not only fair and merit-based compensation systems but also an enabling
organizational environment that promotes fairness and integrity.

Recommendations

The following recommendations were made among others that:

1. Fair and transparent bonus systems should be institutionalized to strengthen mutual
trust between management and employees.

2. Structured incentive programs should encourage collaboration and reduce conflict for
stable labour relations.
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